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I. Background 
The Movement Toward Outcome Management

The nonprofit sector has witnessed a shift in the last decade from being focused on interventions to a focus on outcomes. This sector is increasingly pressured to provide evidence that its resources have improved the lives of clients. More organizations are using outcome management to meet this demand. Outcome management enables organizations to define and use specific indicators to continually measure how well services or programs are leading to the desired results. With this information, managers can better develop budgets, allocate their resources, and improve their services. 
The basis for using an outcome management framework is grounded in the following set of assumptions:

Assumption One: The consumer is the starting point. 
Assumption Two: Success is defined as a positive result for the customer. 

Assumption Three: Verification and learning as evaluation. Dutiful compliance with an activity-based work plan is not rewarded, but learning—even if it is sometimes painful—is always applauded.

Assumption Four: Money is an investment and must be tied to results. So often, the budget is looked at as a set of expenses related to the cost of doing business. In Outcome Management, money is considered in light of the gain it leverages. 

Assumption Five: Build on strengths. An Outcome Management approach is an “asset-building” strategy that envisions high performance—how groups can become great. 
The outcome movement in the United States was in large part triggered by the 1993 Government Performance and Results Act and propelled by stakeholders seeking greater assurance that public dollars are being purposefully utilized.  This initiative continued to grow and spread and has been adopted and adapted by many state and local government entities, as well as by private and public foundations.  There are likely few leaders or managers of nonprofit enterprises, governmental agencies, or philanthropic foundations who have not witnessed the growing use of the concept of “outcomes” over the past 10 to 15 years. First quietly appearing on the scene more than 20 years ago and initially embraced by a few hearty souls, outcomes became a buzzword of the ‘90s, and a fact of life today for those in the public service sector.

What brought about this shift? Why is the “outcome” question being asked now, when much more forgiving standards have been applied for so many years? Several forces have been at play:

· The “Reinventing Government” movement stimulated by David Osborne and fast tracked by the passage of the federal Government Performance and Results Act (GPRA) in 1993. With GPRA requirements beginning in 1994, by the year 2000, performance standards – and the outcome focus they required – were a fact of life for most government programs and the groups they support.

· Taxpayer revolts and legislative “looking for results” movements, particularly at the state level, which raised questions about what the public is “buying” with resources expended to address public problems and particularly those designed to ameliorate persistent problem issues.

· The “trickling down” of funding and program responsibility of many former federally led efforts to the state and local levels, in particular those designed to address poverty and health-related issues. 

· The movement in the health care industry to managed systems that emphasize service and cost controls.

More recently other factors have come into play, including:

· The growing acceptance that government and nonprofit groups can and should be run more like a business, both from a financial management perspective and for mission accomplishment.

· The rise of venture philanthropy as an alternative approach to charitable giving, one that challenges conventional perspectives on both the giving and getting of charitable funds.

· The effect the economic downturn has had on the ability of government and the philanthropic community to support the wide range of socially directed programs that have developed over the past 40 years.

· And very recently, the increased competition for public and charitable funds brought about as a result of the post-9/11/2001 world 

Based on these factors, most observers of the nonprofit and government worlds agree that an emphasis on outcomes is here to stay – having gone well beyond the fad status to become an undeniable trend. The fact it has even survived a change in political party affiliation within the federal administration is clear evidence of its permanence on the national scene.1
The St. Louis Mental Health Board and Outcomes

 SEQ CHAPTER \h \r 1The St. Louis Mental Health Board has eleven years experience evaluating and selecting proposals to fund. In doing so, it has provided support for large established agencies, as well as community based organizations, for which no other funding could be found. 

Over the years MHB has learned that community-based or emerging organizations cannot successfully compete with established organizations. In order to establish a level playing field, MHB has determined approaches for community-based or smaller organizations to be funded. Naturally, placing public funds at risk is not a consideration, so all organizations must meet certain standards of financial accountability.

In the past, MHB commissioned needs assessments to document the extent of unmet need. This approach was helpful in understanding the overall picture. The fact that service consumers provided first hand information in the survey made the results particularly poignant. In St. Louis, needs assessments usually confirm that the needs far exceed the resources available. With this the case, the Mental Health Board was left to make decisions of which unmet needs to address, based more on value judgments than on the results of the needs assessments.

Over the past several years, MHB has adopted a strategic approach to funding which prioritizes return on investment, i.e. overall improvement in the conditions of children and adults in St. Louis. In order to maximize benefits for citizens, decisions on which projects to fund are anchored in judgments about the relative positive return, rather than other considerations.  Via this process, MHB has invested in projects which attain a sufficient results-based ranking in the review process conducted by trustees. 

II. Overview 
One critical component of outcome management is the ability to evaluate the effectiveness of programs and interventions.  Evaluation refers to at least three different kinds of measures, each of which can be assessed at three different levels.  Since the St. Louis Mental Health Board is a tax-supported funding organization, taxpayer value adds another dimension to the system, creating a fourth level.  The chart below depicts the types and levels of evaluation that can be conducted.
EVALUATION MATRIX

	Levels


	


	
	Co-Investor
	Tax-Payers
	Program Area
	Investor

	
	Monitoring
	Compliance With Terms of the Grant
	Efficient Fund Administration
	Compliance with Due Diligence Policies and Budget
	Compliance with Laws and Policies that Govern the Organization

	
	Progress
	Co-Investor Implementation Capacity Building & Early Indicators of Success
	Tax-Payer Services 
	Program Performance Against Strategy
	Organization (Investor) Internal Performance Goals (e.g. Co-Investor Relations)

	
	Impact
	Long-Term Co-Investor Goals (Outcomes) 
	Tax-payer Value Created
	Program Strategy & Goals
	Organization (Investor) strategy and goals


(Foundation Strategy Group)
Monitoring Measures are primarily administrative and are largely a matter of fiduciary responsibility.  The single-most widely-used evaluation process in the field is a self-report by the co-investor describing whether the funds were spent as intended. On the next level, were the grants made consistently with the board’s intentions?  Finally, at the Investor level, the Board’s fiduciary, legal and fiscal policies must be monitored to ensure that they are being followed.
Progress Measures show whether a program is being well-implemented and meeting interim indicators of success long before the ultimate impact is ever known.  Reviewing short-term progress can also increase impact through mid-course corrections if things are going poorly. In short, at all levels, process measures provide a sense of how we are doing along the way.

Impact Measures most commonly assesses at the individual grant level. Grant level impact has its limitations.  It is rare that a single grant can make a major leap toward achieving some broader strategic objective.  Program level impact evaluation has the benefit of more realistic expectations for the overall impact that results from a portfolio of grants. 2.
One method for evaluating program level impact is mapping grantee clusters.  A cluster is a grouping of a number of similar items.  Foundations increasingly think about their grantees in terms of “clusters”.  A cluster is a set of related grantees that form a core, along with research organizations, government agencies, other funders, and a variety of stakeholders.  Together, they form a community. 
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(Foundation Strategy Group)
One way of clustering is to assemble grantees that bring different approaches to the same issue.  An Investor might be testing which of the several approaches within a single field is the most effective by, for example, creating a cluster of alternative schools that each operate in different ways and compare student performance among them over time.  Or the investor may take a different approach, clustering Co-Investors in different fields to create a multi-disciplinary initiative to tackle a complex issue, such as fighting homelessness through a cluster of Co-Investors in housing, education, hunger, substance abuse, and job training.

One example of a cluster is The North East Impact Initiative:
Other Stakeholders – Political and Community Leaders, 

Funding Partners – MO. Foundation for Health

Lead Co-Investor – 100 Black Men

Other Co-Investors – Just Us Tennis, America S.C.O.R.E.S., SistaKeepa, etc.

Geographic Impact Area – far northeast area of the City of St. Louis
Investment Impact – To provide the services and supports for children and families in the 27th ward to achieve safe, healthy, productive lives.

Evaluation becomes easier since each cluster has a purpose - it is easier to evaluate whether the cluster has achieved its objective, whether each individual grantee is doing its part, and how the Investor is contributing value beyond its grant dollars.  Higher performing clusters can serve as instructive examples, modeling best practices for other clusters within the formation.  

MHB has experienced these benefits of creating intentional clusters in our CANA and Juvenile Justice Initiatives:

· Working together to develop multi-disciplinary or multi-sector solutions to complex social problems.

· Learning best practices from each other by sharing expertise

· Pooling resources to increase efficiency

· Fostering and disseminate innovations more rapidly

· Providing mutual support and encouragement

· Increasing MHB’s ability to create value by sharpening the organization’s own goals and clarifying its role in support of the cluster. 2.
The Co-Investor clusters would expand this investment methodology beyond MHB’s current use within Initiatives.  Organizing investment through our Call for Co-Investors and addressing all Investment Priorities within this framework would serve as an intermediary means to measure impact.  It will be difficult for MHB to measure large-scale community impact on its target issues, mainly as a result of the size of the organization and the community it serves.  Furthermore, there are other community initiatives focused on some of the same issues as MHB.  It may be difficult to precisely pinpoint changes that have occurred as a result of MHB’s initiatives.

III. Description and Analysis 

Foundation Strategy Group Social Impact Advisors interviewed nearly 100 leaders in the fields of philanthropy and evaluation from more than two dozen foundations of all sizes to highlight trends in evaluation in the field of philanthropy that increase the effectiveness of both Investors and Co-investors.  The findings appeared in a report, From Insight to Action: New Directions in Foundation Evaluation published in April 2007. MHB’s approach to outcome evaluation places it in the vanguard of outcome management practice among peer organizations.  MHB could, however, adopt a few additional recommended practices to augment its already cutting-edge system.
Some of the conclusions of this study are:
Evaluation has proved most useful when used to answer three questions addressing different stages of the grantmaking process:

a. How can we better plan our work?

b. How can we improve implementation?

c. How can we track progress toward our goals?
Compared with the foundations in the From Insights to Action study, St. Louis Mental Health Board is keeping pace with many of the current practices in all three areas.
In terms of planning its work, MHB 
· Gathers baseline data and defines realistic and measurable objectives.
· Regularly collects real-time data from Co-Investors

· Provides long-term multi-year funding 
· Extracts relevant learning from past grantmaking efforts
· Summarizes relevant research from public data, academic studies, and the reports of field leaders.
· Investigates the capabilities and priorities of potential grantees and funding partners.
· Assesses the attitudes of target populations and the demand for proposed services.
With respect to implementing work, MHB
· Offers advice and technical assistance on improvements in program design, management, or implementation.
· Identifies new issues or opportunities for intervention on the part of MHB.
· Reports on changes in context that alter the assumptions behind the original strategy.
· Provides information that can influence the behavior of others – funders, legislators, other nonprofits, or the beneficiaries themselves. 

· Improves MHB’s internal processes.
With regard to tracking progress toward its goals, MHB

· Analyzes publicly available data.
· Aggregates data from grantees.

· Develops or purchases custom data.
· Administers surveys and collects feedback through site visits, interviews, or focus groups
One finding that MHB does not practice is:
· Sharing data and data analysis with other stakeholders in order to influence policy or systems change. 3.
IV. Data from MHB Planning Process 

The recent implementation of the Rensselaerville Outcome Framework was one of the main points of focus during the strategic planning process.  During the public input stage of the process, community stakeholders were asked their opinion about the outcome framework MHB is currently using.  Opinions were gathered using three different methods, one-on-one interviews, focus groups and electronic surveys.  A total of 204 stakeholders shared their views as part of the process.  
Overall, the views about having an outcome focus were favorable.  Focus group respondents applauded having an outcome focus.  Some of the positive aspects about this particular framework are the learning experience and that agencies can explain what happened if the results are not according to the plan.  Furthermore, the framework provides clarity after you learn it, there is also more accountability and it is also more objective.

Conversely, some of the negative opinions about the new framework reflect that it is more of an adjustment process while others view the model as having short-comings. Some of the concerns mentioned about the framework were that terms and definitions are used in different ways, the model is complicated, not all programs fit the framework, the framework is linear in its approach, all behavior is not easily observable and measurable, also that focusing on outcomes is like the tail wagging the dog.

Survey respondents at least somewhat familiar with the Outcomes Framework are most likely to strongly agree with the statements:

· Focusing on outcomes is beneficial to agencies and their clients (57% strongly agree, 35% agree)

· Performance targets and milestones improve the service provision of agencies (33% strongly agree, 52% agree)

· The outcome framework is flexible enough for agencies to provide services as needed while still meeting MHB reporting requirements (32% strongly agree, 49% agree)

· The terms and definitions associated with the Outcomes Framework are understandable (18% strongly agree, 48% agree)

· Defining performance targets and milestones for social services agencies (18% excellent, 39% very good)

· Performance targets and milestones improve the service provision of agencies (18% excellent, 39% very good)

· Articulating performance targets and milestones to social service agencies (11% excellent, 41% very good)

· Using data collected to learn better ways to work with agencies (11% excellent, 41% very good)

When asked to select one from four possible responses to the question: “Overall, given that MHB's implementation of the Outcomes Framework began fairly recently, which of the following statements do you MOST agree with?,” respondents most commonly select “I think the Outcomes Framework is very worthwhile and should continue to be implemented.” However, nearly as many respondent believe that the Framework has benefits, but that changes need to be made to the manner in which it is implemented.

· 39% selected “I think the Outcomes Framework is very worthwhile and should continue to be implemented.”

· 35% selected “I think the Outcomes Framework has potential benefits to agencies and clients, but changes need to be made to the manner in which it is implemented.”

· 17% selected “I am unsure whether the Outcomes Framework is the right approach for MHB to take.”

· 4% selected “I do not like the Outcomes Framework and think MHB should adopt a new funding approach.”

6% did not respond
V. Recommendations

On March 29, 2008, MHB trustees and staff gathered for a retreat that focused on defining an exemplary evaluation system.  Participants were provided with data from the strategic planning process and a Co-Investor survey that was conducted in Fall 2007 concerning their experience with the recently-implemented outcomes framework.  They were divided into three groups and worked on new models that MHB could adapt.  Working group representatives gave presentation on their respective models at a Strategic Planning Committee meeting following the retreat.  The Strategic Planning Committee found numerous commonalities that represented the input of the majority of board members – particularly that 2 groups made strong statements about their commitment to using an outcome framework and had ideas for enhancing the current process.  A list of features that the committee saw as common themes that would enhance the current practice was compiled.  The features that will be considered by the board are the following:

Outcomes
MHB defines outcomes that are more general and continues to let co-investors propose how they will contribute to the outcomes.

Application Format
Applicants will provide an outline with substance, meaning they will supply a scope of work, a narrative service description and/or a program services outline.  Whichever method works best for them to clearly and succinctly communicate why they believe their interventions will lead to the performance target they propose.

Streamlined Application Process

MHB would determine a strategy and method for creating a more efficient and user-friendly application process.  Some ideas to be considered include using a layered application process, re-formatting the application and information required, and/or creating different funding categories or levels depending on the cost and/or complexity of the project being proposed. 
RFPs would be less rigid in terms of form and terminology, be more stream-lined, more user-friendly, and use lay language.
Milestones

MHB will use intermediate outcomes that are the same for each cluster of co-investors.  Clusters may form according to target population or service issue. (E.g. substance abuse) These will be defined in the CFC.  Progress toward performance targets reported to the board will be consistent across projects.  

How to Measure Progress/Reporting
Staff will collect data monthly and work with agencies as needed. Progress on performance will be reported to the board quarterly, along with information on general contract compliance and efforts to use learning to manage to results.  

Using Data

MHB will develop and distribute reports and communications which use its project data to inform and drive policy and systems changes.
Additional recommendations that stem from the findings of this outcomes white paper are:
· Measure the outcomes of MHB objectives in terms of clusters – measuring results in the context of neighborhood or community impacts.

· Periodically gather Co-Investors in each cluster to allow for exchange of information, problem-solving and learning. Feedback can be collected from Co-investors and data collected by MHB can be shared with the groups. This recommendation also dovetails into focus group feedback indicating that MHB’s role should be as a leader and convener in the St. Louis social services community.

VI. Pros and Cons

Below are the pros and cons of making the recommended changes in this paper:

Pros
· MHB will be in-line with current practices of peer organizations

· MHB can more effectively measure impact in its focus areas

· MHB can streamline its processes and make them more user-friendly

· The information will be easier for trustees to interpret.

· Data gathered will be more effectively utilized

· The changes implemented will not be costly
· MHB will clearly be a leader in the community in terms of implementing this type of investment strategy

Cons

· More focused investment management within each “cluster” which may lead to higher amounts of MHB staff time investment

· Greater partnership and collaboration among co-investors – which will require skill and time of the part of MHB staff

· All co-investors need to commit time to managing the partnership – meeting and communicating intensely and regularly

· It will be imperative that MHB consistently and clearly communicate with local stakeholders and funders to prevent “territorial” issues or duplication of effort

· MHB will need to expand funding partnerships across all or nearly all investments in order to achieve a reasonable impact

VII. Resources
Center for Effective Philanthropy

The mission of the Center for Effective Philanthropy (CEP) is to provide data and create insight so philanthropic funders can better define, assess, and improve their effectiveness and impact.

http://www.effectivephilanthropy.org/
Foundation Strategy Group

FSG is a nonprofit organization that works with foundations, corporations, governments and nonprofits to accelerate the pace of social progress by engaging civil society through advice, ideas and action.

www.fsg-impact.org
GrantCraft

GrantCraft gives you the chance to sit at a virtual roundtable with experienced grant makers from all kinds of foundations. There you’ll find shoptalk – the hallway conversation that gets squeezed in between formal meetings, the vexing dilemma discussed behind closed doors, the practical wisdom that’s too often hidden from view.
www.grantcraft.org
United Way Outcome Measurement Resource Network

Demonstrates the use of logic models in clarifying and communicating outcomes. Cites experiences of many types of agencies. Includes worksheets, examples, and a bibliography on measurement issues and performance indicators.
http://national.unitedway.org/outcomes/resources/mpo/
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